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The first quarter of 2020 has officially come to an end and two themes have 
overtaken everything else: health and the markets. 

With daily updates on global health provided by medical professionals, we will 
focus this update on the stock markets. Here are the facts: the S&P/TSX 
Canadian stock market index is down 21.59% and the S&P 500 US market 
index is down by 20% as of March 31, 2020 (in Canadian dollar terms). The 
volatility we saw in March was unprecedented. The drops were steep, 
pronounced and came with headlines that were just as sensational and 
frightening. We also saw that the volatility was not all one directional. Although 
there were days where losses were steep, we also saw periods of rapid gains 
such as the week ending March 27, when the one week return for the TSX 
was a positive 7.1%. This is important to keep in mind.  

As advisors, it’s important for us to view current and world events with context 
and some perspective. We know this downturn is directly related to the 
shutdown of businesses and industries as a result of governments dealing 
with a health crisis. Demand has essentially been shut down in some 
businesses and ramped up in others. What we don’t know is exactly how long 
this period will last and what a recovery will look like. Stock markets don’t like 
uncertainty. In the absence of information, markets tend to overreact. We 
have seen this play out over the past few weeks.  

We also know that this health crisis will be resolved at some point over the 
next few months. We will return to a new normal, and the demand for goods 
and services will pick up once again. The businesses that have solid balance 
sheets, low debt, strong contingency funds, and good management will grow 
and prosper. Others will not. Investment strategies that focus on high quality 
stocks will continue to provide strong long term returns.  

 

To illustrate this point, below is a table of the S&P 500 US market index during 
13 major market corrections. Each of the corrections had a different cause 
and no two were the same. The key point is that on average, the stock market 
index rebounded by 47% one year after the lows. 



  
 


